A B S T R A C T Insufficient export activity and low level of investment in the formation of gross domestic product are a negative feature of the Serbian economy over a longer period of time. The global financial and economic crisis has shown that a sustainable model of economic growth, which was basically based on the growth of domestic consumption and imports and a low share of investments in the structure of the use of GDP, is an unsustainable until then. It has become clear that such a model must be replaced by a pro-investment and export-oriented model of economic growth. Bearing in mind the trends in macroeconomic flows in the Serbian economy, it is clear that the increase in investment and the competitiveness of domestic production imposes itself as one of the most important tasks of economic policy in the future. In this sense, the main goal of this.
Introduction
Modern economies function in the conditions of the global market, where the success of each player depends on his ability to be competitive, innovative and flexible. In complex competitive relations that govern the world economic scene, small economies, such as the Serbian economy, must build their way to international success in improving the business and competitiveness of their businesses.
Methodology
Theoretical elaboration and the goals have influenced the authors of this paper to use descriptive, comparative-historical and analytical-synthetic methodology, whereby an attempt was made to consider and understand the problem. Furthermore, the analysis of the content of the adopted documents and the results of the previous research was used. The basic data sources are represented by statistics of external trade and investments. Materials of the Ministry of Finance of the Republic of Serbia, The World Economic Forum, The World Bank, Statistical Office of the Republic of Serbia and other relevant sources.
Concept and factors of competitiveness of the economy
The competitiveness of an economy represents the degree of success of its positioning within the global market. It is defined as the ability to achieve market success, leading to a highly productive economy and an improved living standard for the entire population. According to the OECD definition, competitiveness is a measure of the country's ability to produce goods and services under the international market test in free and equitable market conditions, while maintaining and increasing the real income of the population in the long run(Competitiveness in International Trade, OECD). Competition, therefore, represents a competition, a rivalry or a competition process aimed at achieving the best results of the country on the world market. In that sense, we can point out that competitiveness is a concept that explains why some countries are developing faster than others.
There are macroeconomic and microeconomic elements of competitiveness. Microeconomics refers to the competitiveness of the company and is reflected in the relative advantage over other enterprises (lower prices, better quality of goods and services, better sales network, better market knowledge, etc.). Microeconomic elements of competitiveness work directly on the productivity of the company. Unlike microeconomic, macroeconomic elements of competitiveness have an indirect impact on enterprises. This impact is achieved through macroeconomic policy (monetary and fiscal policy), social infrastructure and political institutions. At a macro level, national competitiveness or competitiveness of countries is defined as the country's ability to achieve faster economic growth than other countries and to increase social well-Economics of Agriculture, Year 65, No. 2, 2018, (pp. 731-744), Belgrade being so that its economic structure changes and effectively adapts to changing market conditions internationally.
In macroeconomic theoretical thought there are two notions of the concept of competitiveness: traditional and modern understanding (Rosić, Đurić, 2008) .
Traditionally, competitiveness is understood as a national participation in the world market or world trade. Consequently, this makes competitiveness a game with a zero score, that is, one country can increase or improve its competitiveness, only at the expense of another country. In order to achieve this goal and increase exports, local labor prices are kept at a very low level and devaluation of the national currency is carried out. It is considered that cheap labor and cheap domestic currency make one country more competitive on the world market. However, this understanding of competitiveness is completely contrary to national economic progress and high living standards. Cheap labor only points to a lack of competitiveness and hampers economic development. By devaluation of the national currency, the whole nation pays a pecuniary tax through the sale of its national products and services at low prices, and the purchase of products and services at higher prices on the world market.
Contemporary understanding of the concept of competitiveness implies finding the answer to the question: what is the source, or what is the basis of national prosperity and living standard? The national standard of living is the result of the productivity of the given economy, measured by the value of goods and services produced per unit of total resources available to one economy (human capital, financial capital, natural resources). Therefore, productivity depends on both the value of manufactured national products and services, expressed at market prices, and the efficiency of their production.
If the previous notes are taken into account, then contemporary perception of competitiveness is reduced to productivity. Competitiveness based on productivity is in line with economic development and high living standards of the population, which means adequately paid labor, high capital gains, etc. Productivity, therefore, should be the real goal of every economy, not export by itself. Only the increase in exports of products and services, which can be efficiently produced and marketed, has an effect on increasing national productivity.
This competitiveness is not an isolated phenomenon, but an interdisciplinary phenomenon that links business strategy, macroeconomic policy, legal and regulatory reform, education, competition policy, and a host of other economic, business and social factors to create a unified strategic plan in order to create greater added value (Cvijanović, Mihailović, 2012) .
As a relatively complex indicator (expression) of business performance, competitiveness depends on a number of factors. All these factors can be classified into external and internal factors of competitiveness.
External factors of competitiveness are: macroeconomic management (economic policy), infrastructure, legal environment and regulation, public sector and state administration (administration), education, taxes and contributions, financial system, special measures of support to enterprises. Internal factors of competitiveness include: managerial capabilities, human resources, productivity, profitability, innovation, quality, and so on (Ristić et al., 2017.) .
At first glance, it is clear that many of the listed factors of competitiveness, and not just external, are under the direct control of governments. Aware of their responsibility for developing competitiveness, the governments of many countries are directly engaged in increasing the competitiveness of the economies of their countries. So, for example, The governments of Austria, Belgium, Canada, Finland, Germany, the Netherlands, New Zealand, Sweden and the United States are exploring the problem of competitiveness, publishing the results of competitiveness analysis of their countries' economies and defining strategies for increasing competitiveness.
Analysis of the competitiveness of the Serbian economy
In the analysis of the competitiveness of the Serbian economy, we rely on one of the most famous competitiveness indexes -the Global Competitiveness Index (IGC), developed by the World Economic Forum. The Global Competitiveness Index is based on Empire research that identified a wide range of parameters that affect the competitiveness of an economy. These parameters include macroeconomic and microeconomic factors as well as institutional development factors. All these parameters together contribute to the competitiveness of the national economy, defined as a set of institutions, factors and policies that determine the level of productivity of the country. Data is graded on a scale of 1 to 7 (1-worst grade, the 7-best estimate), which is also a range of possible values for all subindicators, and for the Global Competitiveness Index itself.
Research based on the Global Competitiveness Index is based on the assumption that competitiveness is a complex phenomenon influenced by many factors. Numerous factors that affect competitiveness are grouped into 12 pillars of competitiveness, which are organized into three groups.
The first group of pillars of competitiveness includes the so-Basic requirements. This group includes the following pillars of competitiveness: (1) institutions, (2) infrastructure, (3) macroeconomic stability, and (4) health and primary education. The second group is the so-called. Factors of increasing efficiency. This group consists of the following pillars: (5) higher education and training, (6) the efficiency of the commodity market, (7) labor market efficiency, (8) financial market sophistication, (9) technological readiness and (10) market size. The third group consists of the socalled. Factors of innovation and sophistication. This group includes columns (11) sophistication of business processes and (12) innovations.
The degree of development of the country, expressed as a gross domestic product per capita, determines the significance of certain groups of columns. For the least developed countries of greatest importance, the first group of columns, i.e. Basic requirements. In the case of medium-developed countries (including Serbia), in addition The Global Competitiveness Index (IGC), which has been in place since 2005, includes macroeconomic and microeconomic elements of competitiveness. As we pointed out earlier, macroeconomic factors of competitiveness act indirectly on the productivity of enterprises, while microeconomic factors act directly on productivity of firms.
The IGC defines two broad areas of macroeconomic competitiveness: (1) macroeconomic policy and (2) social infrastructure and political institutions, as well as three broad areas of microeconomic competitiveness: (1) business vision of the company, (2) quality of the business environment and (3) business development clusters. Thus, this index included factors of productivity and competitiveness enhancement in development processes involving institutions and business associations. Productivity and competitiveness of the country in the final instance are determined by the productivity and competitiveness of enterprises (Bošnjak, 2011) . According to the report of the World Economic Forum on Global Competitiveness for 2017., in Serbia the IGK value was 4,14. Serbia took the 78th position in the ranking list, which includes 137 countries that entered the SEF analysis that year. Source: WEF (2008 WEF ( , 2009 WEF ( , 2010 WEF ( , 2011 WEF ( , 2011 WEF ( , 2012 WEF ( , 2013 WEF ( , 2014 WEF ( , 2015 WEF ( , 2016 WEF ( , 2017 Source: WEF (2008 WEF ( , 2009 WEF ( , 2010 WEF ( , 2011 WEF ( , 2011 WEF ( , 2012 WEF ( , 2013 WEF ( , 2014 WEF ( , 2015 WEF ( , 2016 WEF ( , 2017 According to the overall competitiveness measured by the Global Competitiveness Index, Serbia was ranked better than Bosnia and Herzegovina in 2017, which ranks 103th in the SEF ranking list. Of the other countries in the region, Montenegro has improved the value of IGK by 0.1, and it was located just ahead of Serbia in the 77th position (last year it occupied 82nd position), while Croatia, with an increase in IGK value of 0.04, retained the same 74th place on the ranking list as the previous year. Albania was also ahead in the list for five places, which was placed in the 75th position, with an increase in the IGK value of 0.12 points. Among the best placed economies in the region are Romania, which is this year in the 68th place with a deterioration of 6 places, then Hungary, which improved its position by 9 places, with an increase in the value of IGK of 0.13 points and Slovenia, which again improved its position and took 48th place on the SEF list.
Based on data from SEF Report for 2017, we can notice that, except for Romania, all countries in the region recorded an improvement in the value of IGC this year, which on average amounted to about 2% compared to last year's value. At the same time, Serbia recorded an increase of 4.3% of IGCs, which contributed to the reduction of lagging behind the region's average. It should be noted that improving the position on the ranking list is becoming more and more difficult as the economy moves to the upper half of the list, since much better progress is needed to reflect the same on the values of the soft and hard indicators used in calculating the IGC.
Regarding the measurement of Serbia's progress on the basis of the pillars of competitiveness, it can be noted that in 2017 there was an improvement in almost all the pillars of competitiveness SEF follows (only in the case of the "Health and Basic Education" pillar the same IGC value was achieved, as in the previous year). Improving Serbia's position on the SEF list is the result of the current perception of the business world about the country's ability to provide long-term stable economic growth. Health
Source: WEF (2015, 2016, 2017) Among the pillars of competitiveness in which the index value is highest, the pillar "Macroeconomic environment" is highlighted. In this year, the index rose by 0.5 points in 2017, and the same increase occurred in 2016 compared to the previous year. These increases in the index of the observed pillar of competitiveness are the result of, in particular, successful fiscal consolidation and significantly better results in terms of the deficit of the state budget, the increase of national savings in GDP and the growth of the country's credit rating. However, despite the apparent progress in 2016 and 1017, the pillar "Macroeconomic environment" is one of the four pillars with the greatest lag in terms of the environment. Within the first four pillars, which together represent a group of basic factors of competitiveness, it is noticeable increase of the index value achieved by the pillar "Infrastructure". The progress of this pillar is the result of the higher assessments made in the survey on the quality of total infrastructure in the country, roads, port infrastructure, air transport traffic, and the quality of electricity supply.
All the pillars within the group representing factors of increasing efficiency were achieved with enormous progress, with the only increase in the index value at the "Market Size" pillar, somewhat less compared to the rest. The increase in the value of the index in the competitiveness pillars of this group was on average 3.8% in comparison with the previous year. The improvement recorded in these pillars of competitiveness suggests a slightly higher level of satisfaction of surveyed businesspeople compared to previous years. One explanation is that there has been real improvement in each of the pillars observed, but it should be kept in mind that these data represent an estimate obtained from the perception of the current state and as such do not necessarily reflect objective progress. The last two pillars of competitiveness, which according to the SEF methodology are factors of sophistication and innovation in business, have also achieved an increase in the value of the index. The increase in the index at the "Business Sophistication" pillar is also the second largest and contributing to the increase of the aggregate IGK for Serbia right after the pillar "Macroeconomic environment". Nevertheless, by comparing the average values recorded in the countries from the environment with the results of Serbia, we can notice that in spite of the marked progress in the pillars "Efficiency of the goods market", "Development of the financial market" and "Technological competence", there is still a lag (Bošnjak, 2011 ).
In the SEF report, in addition to data on the movement of IGCs and countries' ranking, there is also a list of the most problematic country-by-country factors. In the latest report, there is a partial change in the factors identified by the businessmen as the most problematic for business in Serbia. As in the previous year, the biggest problem is the amount of tax rates, while with a very small difference, the problem of the funding source took the second place. The problems of inefficiency of state bureaucracy and corruption took the third and fourth place. Compared with last year's survey, in 2017, as a minor problem, inadequate infrastructure, government instability and inadequately educated power ratios were assessed.
Based on the presented indicators on the degree of competitiveness of the national economy, we can conclude that, despite the positive trends from recent years, Serbia is still in an unfavorable competitive position, because there is still a lagging behind the countries of Southeast Europe, and this lag is even more pronounced in relation to the countries European Union. Bearing this in mind, the strategic goal of Serbia as a candidate for EU membership must be to increase the competitiveness of the economy. In order to achieve this goal, it is necessary to make permanent efforts in the direction of strengthening the key competitiveness factors, primarily those related to strengthening export activities and establishing a stimulating investment environment for investments.
In the future period of its development, Serbia will have to significantly increase the level of competitiveness of its economy by developing development processes to strengthen the factors that raise the level of productivity of the economy. Key measures and activities for increasing Serbia's competitiveness and exports must be: creating a stimulating business environment and attracting investors, strengthening cooperation and integration processes in the region and Europe, active export and industrial policies that strengthen competitive economic sectors and branches, improving infrastructure (primarily road and railways), education reform, etc.
The need to build an export and investor-oriented model of economic growth
The essential transition characteristic of the Serbian economy in the period up to the onset of the global financial crisis was reflected in the discrepancy between production and consumption, i.e. a constantly higher level of aggregate consumption than the level of national production (about 20%). The structure of the use of GDP was characterized by high share of personal consumption and insufficient participation of fixed assets. In addition, the GDP growth of Serbia in the period from 2001-2008 based on the rapid growth of the service sector, which led to a low relative share of tradable goods in the sectoral structure of GDP formation. The consequences of this discrepancy have been reflected in the growth of the foreign trade deficit.
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The global financial and economic crisis has shown that a sustainable model of economic growth, which was basically based on the growth of domestic consumption and imports and a low share of investments in the structure of the use of GDP, is an unsustainable until then. It has become clear that such a model must be replaced by a pro-investment and export-oriented model of economic growth. The expansion of domestic demand, on which economic growth was based in the observed period, was funded and stimulated by high inflows of capital from abroad. Growth in demand was not accompanied by an appropriate expansion of production, primarily in sectors of the interchangeable part of the economy (such as the processing industry). This led to the fact that economic growth was accompanied by the growth of the foreign trade deficit, relatively high inflation and the rise in unemployment.
After a long period of achieving relatively high economic growth rates, with the outbreak of the global economic crisis in Serbia, there is a break in the current economic trends. The economic crisis has led to a fall in aggregate demand, a reduction in inflows of foreign capital, an increase in insolvency and a recession in the economy. Under such conditions, it became clear that a new model of economic growth must be formulated, which should enable changes in the structure of the creation and use of GDP in the direction of strengthening the sector of tradable goods and increasing the contribution of investments financed from national and foreign savings and the contribution of exports to Serbia's economic growth. Thus, a new model of economic growth should enable the achievement of higher rates of economic growth and a significant share of exports and investments in GDP formation. This will enable an increase in the level of employment and the creation of more new jobs, as well as a higher standard of living and poverty reduction in the country.
Need for greater participation of the sector of commodities
Based on the trends in foreign trade flows in the second decade of the 21st century, we note that the participation of Serbia's commodity exports is almost continuously increasing, which, with the stabilization of the share of commodity imports, has led to a significant decrease in the share of foreign trade deficit. However, this does not mean that there has been a strong progress in exporting activities in our country. We conclude this on the basis that Serbia's exports relative to GDP are still significantly lower than in similar countries of Central Europe. While exports of goods and services in Serbia amount to about 44% of GDP, the share of exports to GDP in similar countries (Bulgaria, Czech Republic and Hungary) is around 80%. Starting from the level of external debt of the country and the need to import raw materials and reproductive material for domestic production, the export coefficient would have to reach a value above 50% of GDP (Ministry of Finance of the Republic of Serbia, 2015). Accordingly, Serbia has a large area for export growth and a reduction in external deficit on this basis. In addition, export growth is a key driver of sustainable growth in Serbia's economy in the coming years, so double-digit export growth rates would signal that Serbia is on a sustainable path of growth (Quarter monitor no. 40, 2015).
As we pointed out earlier, the sectoral structure of the formation of the GDP of Serbia in the first decade of the 21st century was changed in favor of the service sector. The dynamics and structure of economic growth in the observed period was not in the function of creating new comparative advantages in the international exchange and intensification of the export activities of the national economy. The established economic structure was such that the service sector dominantly contributed to the growth of social production, while the contributions of the production sectors that produce interchangeable goods declined (Serbia Development Report, 2010, p. 43). Thus, for the economic growth of Serbia in the period after 2000, the service sector with the average rate is the most deserving growth of gross added value of 4.6% annually. The service sector increased its share of GVA from 52.6% in 2001 to 63.5% in 2009. Within this sector, the largest expansion was achieved by the information and communication sector, the trade sector and the financial sector. In contrast, slower average growth in the sector of industry, as well as a decrease in its share in GVA from 23.3% in 2001 to 20.8% in 2009. At the same time, there was a decrease in the share of the manufacturing industry in the creation of GVA (with 21, 7% to 16.7%). The share of gross agricultural value added in the total GVA also recorded a significant decline (from 19.5% to 9.4%). The sectors of tradable goods have reduced the share in the formation of gross added value from 37.6% in 2001 to 21.6% in 2010. This reduced the supply of goods for export, which increased the current account deficit. Thus, the contribution of the interchangeable part of the economy to the overall economic growth in the observed period was relatively modest.
Problems that limit the stronger strengthening of export activities of the Serbian economy were also present in later years. In the first place, we point out the inadequate structure of the domestic economy, that is, unfavorable export structure, which cannot ensure satisfactory competitiveness in the foreign market. In the structure of our country's exports, reproduction products are still predominant, products of low level of processing, so structural changes in the real sector are a basic prerequisite for raising export competitiveness to a higher level. During the period 2000-2015.
there is a moderate structural improvement in domestic merchandise exports, which is reflected in the increase in the share of products of higher processing phases. The technological structure and factor intensity of commodity exports have been improved, but these changes have not significantly improved the structure of domestic exports and, consequently, created the conditions for its strong long-term growth. The level of quality of Serbian merchandise exports continues to lag behind the countries of the EU, and to a lesser degree also for the economies of the countries of Central Europe.
Strengthening the sector of commodities (industry, agriculture) implies, above all, technological modernization according to EU standards and productivity growth and living standards on this basis. This sector needs to gain a competitive advantage in the market for products with high added value, instead of producing and exporting various raw materials and semi-finished products. Given that the structural characteristics of the economy are a permanent source of economic instability and an obstacle to economic recovery and a stable long-term growth, and that the existing sectoral structure of the economy has not realized the efficient use of domestic resources, the process of structural reforms needs to be speeded up. Changing the sectoral structure of GDP requires an absolute and relatively fixed investment increase in the medium and long term, which is possible through the growth of domestic savings and a greater inflow of foreign investments as the main sources of financing the required level of investment.
The change in the current economic structure with the construction and modernization of economic infrastructure is an imperative from the point of view of economic growth and employment, balancing the balance of payments and sustainable external stability.
The structure of the use of GDP -the need for greater share of investments
The relatively high growth rates of gross domestic product achieved in the first decade of the 20th century were primarily based on the growth of domestic consumption. High economic growth, as the main indicator of economic success in this period, was achieved with the growing fiscal and foreign trade deficit, a high level of inflation, low domestic savings and a high level of public spending and external debt. Economic growth was accompanied not only by internal but also by external macroeconomic imbalances. The deficits of the foreign trade and current account of the balance of payments had a high level, despite the rapid growth of exports. They were the result of a strong growth in imports based on the growth of domestic demand, due to the large increase in wages and public spending and strong lending activities of banks. Faster domestic consumption growth (above 7% annually) from GDP growth (5.4% averagely a year) caused the value of domestic consumption to exceed GDP by more than 20%. Expansion of domestic demand was financed and stimulated, first of all, by high inflows of capital from abroad.
Thus, both personal and government spending generated GDP growth in the abovementioned period, while the increase in investment and exports was insufficient for faster economic growth and an increase in employment. Although a more favorable environment for business and investment of business entities was created, the current investment activity was still at a low level in relation to the development needs of the economy. Under such conditions, there could not be significant economic advancement, as fixed capital formation is the most important segment of GDP consumption from the point of view of development. Unfortunately, low economic growth and insufficient participation of investments in the GDP structure still represent the main economic problem of the national economy. The data presented in the table show the achieved GDP growth of Serbia in the last four years. Observed in the regional context, we can conclude that Serbia is seriously lagging behind in terms of economic growth, not only for the developed countries of the European Union, but also in relation to the countries of our region. Although the economic growth recorded in 2016, the worst since the outbreak of the global economic crisis is still subdivided compared to the region. In 2017, the situation is even more unfavorable, as in Serbia there was a reduction in the rate of economic growth, while the countries of the region increased the rate of economic growth.
The main structural obstacle to establishing a high and sustainable sustainable economic growth is the insufficient participation of investments in GDP. A comparative analysis shows that the basic structural problem of the Serbian economy is a low share of investments in GDP. Namely, the current level of investment in Serbia is significantly lower than in the periods of intensified GDP growth from the previous decade, and is considerably lower than in the countries in the region. The average share of investment in GDP in countries in the region is almost 23%, while in Serbia it is only about 18%. The share of investment in GDP should increase from the current level of around 18% of GDP to around 25% of GDP and be directed primarily to the interchangeable sectors of the economy. The low share of investments in GDP in Serbia barely provides for the restoration of production capacities and infrastructure (as approximately their depreciation is), that is, it does not allow high and sustainable economic growth.
The main reason for the lack of investment is a bad investment environment. For this, among other things, appropriate economic policies are needed, which are primarily: 1) to strengthen and ensure the achieved macroeconomic stability, and 2) to improve the investment environment. With the necessary improvement of the business environment, the state should also directly increase its public investments, from the current 3.3% of GDP to the region average of over 4.5% of GDP. The greatest danger to macroeconomic stability is still threatened by the fiscal side. Although the growth of public debt relative to GDP has stopped, this has happened when the debt has already exceeded 75% of GDP, which is an extremely high level for a country like Serbia. With so much public debt, any new external "shock" and recession, such as the one in 2008, would lead to its new growth of over 80% of GDP and there would probably be a crisis. As a result, fiscal consolidation must continue as long as the government deficit does not fall below 1% of GDP, and public debt begins to accelerate sharply. Also, the large public and state-owned enterprises (EPS, Srbija gas, RTB Bor, etc.) are still largely unreformed public finances and, consequently, macroeconomic stability -so the problems of these companies, after numerous delays, decisively resolve. In order to improve the investment environment, it is necessary to implement numerous reforms aimed at: education, health, increasing the efficiency of the judiciary, simplifying procedures and speeding up the issuing of licenses, combating corruption, and more (Quarter monitor no. 47, 2017.).
Conclusion
Competitiveness is the hallmark of modern business, which advances all countries and their businesses. The paper analyzes the competitive position of the Serbian economy in the international market, with special emphasis on the role of investments and exports and their impact on improving the performance of the domestic economy. The analysis focuses on key factors, elements and obstacles to improving business and competitiveness. In this respect, the main structural obstacle is the main structural obstacle to establishing a high and sustainable sustainable economic growth, which is insufficient participation of investments in GDP. In order to eliminate this obstacle and qualitatively improve the still insufficiently good investment environment, it is necessary to implement numerous reforms. Changing the present economic structure, with the construction and modernization of the economic infrastructure, is an imperative from the point of view of future economic growth and employment, balancing the balance of payments and sustainable external stability.
In the future period of its development, Serbia will have to significantly increase the level of competitiveness of its economy by developing development processes to strengthen the factors that raise the level of productivity of the economy. Key measures and activities to increase Serbia's competitiveness and exports must be: creating a stimulating business environment and attracting investors, strengthening cooperation and integration processes in the region and Europe, active export and industrial policies that strengthen competitive economic sectors and sectors, improving infrastructure, reforming education, and more.
